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The New Labor and 
Industrial Relations Center 


The problems between employer and em- 
ployee are many, and so are those among 
workers and their leaders in labor organiza- 
tions. Helping in the fields of industrial and 
labor relations today is an important de- 
mand upon the universities. 


Michigan State University moved to assist 
more effectively by establishing its Labor and 
Industrial Relations Center in January, 1956. 
Now this Center is enabled to aid substan- 
tially by the appropriation voted by our 
state Legislature of $175,000, to cover the 
work during the fiscal year beginning this 


July I. 


To meet the diverse requests and needs 
from the two chief segments to be served, 
the Center has established two divisions: The 
Labor Program Service, to primarily serve 
organized labor, and The Personnel Man- 
agement Program Service. to aid in person- 
nel and industrial relations. Through work- 
shops, institutes and special courses pro- 
grams are being offered on a number of 


topics—too numerous to even list here. 


A program of research and of assistance 
in research and information is being formu- 
lated also in this Center. In all of these pro- 
grams the Center will utilize the specializa- 
tion and experience of faculty members in 
the many departments on the Michigan State 
campus. Those who wish further informa- 
tion about the Center and its services should 
write to Dr. Charles C. Killingsworth, its 


director, at the Kellogg Center, East Lan- 


sing, Michigan. 
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“YOUR COMPANY PERSONALITY — 


HOW IMPORTANT IS IT?” 


By PIERRE MARTINEAU* 


It is all-important that we keep clear 
channels of communication open to the 
public. Thus the viewpoint of nearly 
everyone in sales management prob- 
ably differs in many respects from the 
younger age groups. Over half the 
population in this country is under 30 
years old. Those of us who are 
middle-age and successful businessmen 
cannot be sure we know the minds of 
these young couples. They have dif- 
ferent interests, different values, differ- 
ent things that they want from life, 
different things that they want to buy. 

At the Chicago Tribune, we have 
been undertaking innumerable studies 
over a period of years trying to under- 
stand this new consumer. When we 
look around us to see people buying 
pink washing machines, colored tele- 
phones, shopping in Bermuda shorts, 
and driving estate wagons, it should 
immediately be apparent that there are 
powerful new currents operating on the 
consumer. We would like to see if it 
is not possible to figure out some of 
the why’s of all these things. We see 
the rise of the neighborhood shopping 
center and the decline of the central 
business district. We see this enormous 
exodus to the suburbs. We watch this 
tremendous impact of leisure living, 
the growth of do-it-yourself, the trend 
toward informality in clothes. Why are 
all these things happening? 


*Mr. Martineau is director of Research 
of the Chicago Tribune and is widely known 
for the research of his organization on con- 
sumer motivation. This is an adaptation of 
an address on March 20, 1956 before the 
Detroit Sales Executives Club. 
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American business certainly under- 
stands production, engineering, and 
distribution in the mechanistic sense. 
I have been continuously struck by the 
fact that we have made so little effort 
to understand the consumer who is at 
the other end of the line. What is he 
or she like? 


The Suburban Housewife 


At the Tribune, we are in the proc- 
ess of organizing a study of the young 
suburban housewife. The suburb 
which has grown up since 1950 is 
something we never knew about be- 
fore. It is not the old type of suburb 
where successful executives and pro- 
fessionals live. The ones that are 
springing up now are from this new 
Middle Income Class. Among all the 
other good things of life which they are 
learning to sample, these white collar 
technicians, these blue collar workers 
have decided they would also like a 
home in the suburbs. 

To mention a few things we have 
noted, the young housewife always says 
she moved to the suburbs for the chil- 
dren. But as you talk to her, it is very 
evident that she was most anxious to 
escape the loneliness of living in a city 
apartment. This is a great adventure 
in moving upward. No one in her fam- 
ily in their wildest dreams in the 30's 
ever imagined they would have a sub- 
urban home. These girls all sense they 
are surpassing their parents. And yet 
in this dizzy going upward, none of 
them expects to live in the particular 
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suburb but a few years. They will be 
going onward and upward to more and 
better things. 

All of them reached very high for 
this symbol of getting up in the world 
with their down payment. They had 
to beg, borrow and steal, but it was 
something they had to have. We en- 
countered one person who had so over- 
spent buying the home that he had 
nothing left to buy livingroom furni- 
ture. He has lived in his new home for 
a whole year without furniture in the 
living room. 

These women say they immediately 
start saving on clothes and makeup as 
soon as they move. Their purchases 
of cosmetics fall off 25% and more the 
first year. At their gatherings, the new- 
comers are always conspicuous by be- 
ing overdressed. Very soon they learn 
the informality of the neighborhood. 
Several women mentioned how their 
very small children taunted them for 
being too dressed-up. 

Another factor I could mention is 
that they always speak of paying their 
bills together. It is a joint responsibil- 
ity. The husband isn’t a hard-hearted 
boss controlling the family budget. 
This joint living, this togetherness in 
everything is very much in evidence. 

Inherent in these notes are some 
highly significant trends. For me, I 
could point to the tremendous mobility 
of our present society. Not only are 
we moving around, but so many people 
are wanting to move upward. And 
rather than concentrating just on sav- 
ing, saving money, they prefer to spend 
their money for symbols that will show 
them as going upward. 

Snob Appeal for Everyone 

Conspicuous consumption, or snob 
appeal, if you want to call it that, is 
now typical of all classes. Once upon 
a time we used to say this was only 
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true of the rich people. They used to 
buy paintings and diamonds to show 
their wealth. It is important to realize 
that we in America are not living in a 
subsistence economy where bargains 
and savings are the biggest things in 
life. Actually we make this equation 
about spending to show where we stand 
on the social scale. The primary in- 
dex to a man’s social position is his 
occupation. Although it is not the 
only means, we generally have a pretty 
good idea of the person’s income from 
his occupation. So we make this 
equation: 
Spending equals wealth or in- 
come, wealth or income equals 
occupation, occupation indicates 
where you stand in social position, 
and therefore spending equals 
your position in society. 

Every wife knows that she has to 
buy and dress up to the top limits of 
her husband’s income. If a husband 
feels that his wife looks shabby, he 
chides her: people will think he can’t 
afford to buy her better clothes. All 
this may sound peculiar, but when a 
person doesn’t spend to the standards 
he is expected to, we think he is ec- 
centric. We all know of wealthy old 
recluses or peculiar people who live in 
tumble-down houses or wear ridiculous 
old clothes. 

When retailing today concentrates as 
much as it does on pushing price pro- 
motions, it is overlooking the fact that 
people are far more interested in goods 
that have something else to recommend 
them than just some penny savings. In- 
stead of white collar or blue collar 
classes, we are becoming just one big 
“sport-shirt class”. There is no differ- 
ence any more between the Haves and 
Have Nots. Everyone has an automo- 
bile, everyone takes a vacation, every- 
one has good clothes. Now we express 
ourselves rather by taste. We are 
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reaching for colorful, different, interest- 
ing things. We are all excited about 
things like Hi-Fi, power tools, ski cos- 
tumes, out-board motors. Yet at the 
very time that people want excitement 
and color and difference in things they 
buy, mass retailing undertakes virtually 
nothing but price promotion. 


What These Findings Mean 


What are the practical implications 
of the findings of such a study as I 
mentioned? They are many and high- 
ly significant, I think. Take for in- 
stance this factor of informality, and 
what it is doing to the clothing indus- 
try. The share of the consumer’s dol- 
lar which is spent for clothing has 
dropped from 14% in the late 20's, 
11% in 1939, to less than 7% today 
because the dress-up factor has be- 
come minimized. The young wife with 
blue jeans and Bermuda shorts doesn’t 
have to buy so many fancy dresses. 
One of the factors which has caused 
the growth of the tremendous suburban 
shopping centers and the decline of the 
downtown stores in relative position is 
also this factor of informality. The 
woman today prefers to shop in neigh- 
borhood stores, not only because they 
are close at hand, but because she can 
wear the same informal clothes that 
she does around the house. The down- 
town shopping situation is a formal 
one. She has to get dressed up within 
an inch of her life, she has to put on 
all her cosmetics. Now with the drift 
to informality, she would rather not do 
this just for shopping. 

We have just completed a study of 
the potential for the retail lumber and 
building material industry, exploring 
people’s attitudes. There are very 
clear directions that come out of this 
which the best minds in the industry 
seem to think are extremely significant. 
The real do-it-yourself potential has 


scarcely been tapped, according to this 
study. It points out that the ordinary 
middle class person, the white collar 
worker, would like to do work around 
the house, but he doesn’t quite know 
how to tackle the big things. He needs 
guidance and reassurance. We point 
out that in this ordinary retail lumber 
yard there is very little of the impulse 
shopping that is so typical of all other 
kinds of retail buying. The retail lum- 
ber yard is a dull place for picking up 
a few boards that you can’t get any- 
where else. 

The study shows that a man fulfills 
many motives in do-it-yourself besides 
actually saving a few dollars. It is a 
source of creative satisfaction. He is 
building something, he is enjoying 
working with his hands. He is doing 
something for the home, which is a 
source of powerful human associations. 
And yet the advertising and the mer- 
chandising doesn’t appeal to these 
motives at all. 

This study documents how impor- 
tant the woman has become in the do- 
it-yourself field. As a matter of fact, 
she initiates most of the projects. She 
tells her husband it is time to decorate, 
time to fix something. And we find 
that in about % of the cases, the 
woman actually participates in the 
pounding and hammering. The manu- 
facturer knows how to sell this woman 
with attractive advertising, color, dec- 
oration ideas. But the retailer, when 
he advertises at all, generally runs un- 
imaginative black ads with little draw- 
ings of step ladders and boards, lots of 
technical terms that she doesn’t under- 
stand, and much screaming about 
prices slashed to the lowest levels in 
history. 


Retailers Need Personalities 
I think retailing generally shows a 
fantastic lack of imagination in the 
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field of creative advertising and mer- 
chandising. The typical retailer only 
knows one kind of advertising—price 
and item. Sales and more sales. The 
chain food store ad is nothing but a 
page listing of prices. Yet adver- 
tising is this tremendous vehicle pre- 
senting the store personality to the 
public. 

In one classification after another, 
there very definitely is a necessity for 
creative advertising which can build 
more desirability for the products 
which that type of retailer handles. 
Jewelry sales, for instance, certainly 
have not kept pace with the tremen- 
dous expansion in consumer purchas- 
ing power over the years. People just 
don’t buy diamonds and necklaces as 
they once did. The department store 
itself in most cities has lost a consider- 
able share of the consumer dollar. The 
apparel stores, particularly in the men’s 
field, realize they have to do a job of 
selling the man on the importance of 
dressing better. 

The store personality which comes 
out of these strictly price promotions 
is extremely dull and narrow, and not 
rich as it could be. A woman wants 
infinitely more opinions of a store than 
just its price ranges. 

We have recently been doing a study 
of department store personalities which 
were communicated purely and simply 
by the physical appearance of the ad- 
vertising. We took the ads of all the 
Chicago department stores down to 
Cincinnati and a little town in Tennes- 
see, and asked the women what kind of 
stores these were, just from looking at 
the advertising. They could imme- 
diately fill in a whole picture with a 
wide range of dimensions. They talked 
about the physical appearance of the 
store, what part of town it was in, 
whether it was modern or old-fash- 
ioned, what the credit and return pol- 


icies would be like, whether the clerks 
would be snooty or friendly, whether 
the style of merchandise would be good 
or not. All of this simply from look- 
ing at the advertising. Then we 
matched these judgments of the wom- 
en who had never seen the stores with 
women who live in Chicago. And 
there is almost a perfect parallel. 


This is why I say a store is much 
more than a store. It is a personality, 
a character, a whole atmosphere. It 
may be good or bad, narrow or excit- 
ing, very attractive or intimidating. 
This set of attitudes that people have 
about it is a powerful factor in steering 
the customer to the store. 


The Key for Every Business 


In our studies we find this intangible 
psychological personality all important, 
whether it be for banks or savings and 
loan associations, for a retailer or a 
manufacturer, for a product class or for 
individual brands. All of them have a 
collar of these psychological overtones 
or attitudes which is almost the key 
factor in buying. We as customers de- 
cide whether this personality fits us or 
not. 

The difference between Cadillac and 
Packard’s sales positions I don’t think 
has anything to do with engineering. 
Cadillac’s enviable position is based 
on its wonderful personality, which 
exists almost entirely in people’s heads. 
Nobody ever saw it, you can’t pick it 
up and examine it. It’s in our minds. 

Railroad executives frequently say 
they have only service and dependabil- 
ity as their assets to sell. This over- 
looks completely that people have 
drifted to other forms of public trans- 
portation because they want so much 
more than service and dependability. 
They want all the things that air travel 
means which are intangible. The 


galaxy of beautiful new airports around 
the country are crowded to bursting 
with people who enjoy the piped-in 
music, the modern atmosphere of the 
shops and cocktail lounges, the sense 
that these are the same kind of people 
that they are, the excitement and ad- 
venture and glamor of traveling on 
planes. 

Whenever I mention that I have 
been somewhere by air, everyone asks 
me what kind of plane it was—a DC- 
6, DC-7, a Convair. They get all ex- 
cited about this. But no one has ever 
asked me in my life if I traveled by 
Baldwin Locomotive or General 
Motors Diesel. 

I would think it is almost basic in 
selling, for anyone who has contact 
with people, to sense the power of these 
overtones and atmosphere. As human 
beings, all of us love illusion. When 
the manufacturer names his products, 
he comes up with Revlon Cherries A 
La Mode Lipstick. When he creates 
night clubs, he calls them the Pump 
Room, or the Camellia Room. Actor’s 
agents take a person named Tillie or 
Gus, and transform him to something 
that sounds romantic. We have actors 
called Kim, Lance and Rock. I heard 
one agent say that Humphrey Bogart 
would have been in Hollywood 20 
years sooner if he had changed that 
name Humphrey. 

The people in Detroit ought to be 
well aware of the power of these psy- 
chological meanings because no prod- 
uct has more of them than the auto- 
mobile. It has run away with its share 
of the consumer dollar just because it 
means so many things to people be- 
sides transportation. By contrast to 
the rich meanings of the automobile, 
gasoline and most appliances have 
pretty thin product personalities. Right 
now the food chain house brands are 
growing tremendously in strength be- 
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cause too many manufacturer brands 
over the years have not built a real 
character in the minds of the customer. 
Those products like Jello and Camp- 
bell Soup and Kellogg and Heniz on 
the other hand haven't suffered because 
they do have this rich character. This 
is why I say that the product which has 
only use-meanings in the minds of the 
public is narrow and static. 

Let me point out that there are many 
dimensions of product or company per- 
sonality besides just quality and serv- 
ice. People rate them along many 
other ranges, just a few of which I 
mention: 


Smart and sophisticated or just dull 

Modern or old-fashioned 

Young or old 

Male or female 

Friendly or unfriendly 

Active or passive 

One food manufacturer I know of 
did some studying of his product per- 
sonality to find out why it was so at- 
tractive to people, since he was a stand- 
out leader in his competitive class. 
Strangely enough, the consumer didn’t 
think his product was a_ particular 
standout in quality or packaging or 
price. But the meanings where it far 
Out-distanced competitors were things 
such as lively, inventive, sincere, youth- 
ful, and heavy set. It is difficult to say 
exactly what people meant by these 
things except that they were all favor- 
able meanings associated with this type 
of product—sausages and luncheon 
meat. 

Intellectuals actually complain be- 
cause advertising introduces all these 
other elements to influence the buyer’s 
judgment. They think advertising 
should be strictly on a nuts and bolts 
basis—what it is and how much it 
costs, period. But the atmosphere, the 
other meanings, this personality are 
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precisely what people want most. With- 
out them the product is dull. 

A few years ago the three top sell- 
ing cigarettes—Camel, Lucky Strike, 
and Chesterfield—had 90% of the 
market. Now I understand their share 
is only 40%, because other brands 
have suddenly pushed into the picture. 
Why? Because these other brands have 
product personalities that people want 
—Winston, Pall Mall, and Marlboro. 
I dare say the tobacco in all these 
cigarettes is virtually the same. But 
these new cigarettes have a different 
personality that people want. 

Big stores like Hudson and Sears 
and A&P have rich, attractive, per- 
sonalities. Ford in the past few years 
has zoomed in sales because it had so 
many meanings of youthfulness and ex- 
citement and get-up besides the en- 
gineering features. Now both Ply- 
mouth and Chevrolet are adding these 
meanings to their car personality. 


Management's Task 


Thus I say that one of the primary 
tasks of management is not only to 
build a good product and to price it 
right, but to create this psychological 
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label or sign. A product is not only a 
technical thing—it is what other people 
think it is. How is this personality 
built? By merchandising, by adver- 
tising, by public relations, by service 
policies, by a wealth of other avenues. 

We have to realize that products to- 
day are far more similar than dis- 
similar. Virtually everything for sale 
in the stores now is good quality, good 
engineering. People don’t expect they 
are going to get lemons any more. 
Virtually every service institution gives 
much the same service. There are 5 
airlines flying non-stop service between 
Chicago and New York with practically 
the same equipment and flying time; 
they all have free meals in the air, they 
all have hostesses that say “Good Bye, 
Good Bye” when you leave. So they 
can’t be differentiated on the pure 
basis of service alone. There has to 
be an atmosphere, an individuality, a 
product personality created if one ex- 
pects to have an advantage over the 
other. 

I say that more and more the dif- 
ference today between the success and 
failure of a company or a product is 
this intangible but very real factor of 
personality. 
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MONTAGUE: THE FUTURE IS NOW 


By ANNE C. GARRISON* 


Our series of industrial articles returns to Montague for a 
second glance at Michigan’s electrochemical empire of the 


future. 


For all the ominous aspects of these 
opening years of the atomic age, it is 
unlikely that many of us would really 
prefer to be living in another era, or in 
another part of the world than in- 
dustrialized America. The drama of 
accelerated development of our eco- 
nomy is too fascinating for us not to 
enjoy it. Here in Michigan we are not 
only in front-row orchestra seats for 
this spectacle; we also play a vital part 
ourselves. Citizens of Montague and 
Whitehall, the two small communities 
on the shores of White Lake north of 
Muskegon, are acutely aware of the 
dramatic qualities of today’s indus- 
trial development, for they have been 
caught up in one of the most exciting 
episodes of this process of change. 
The course of the last five years has 
altered their outlook from one in keep- 
ing with uneventful rural quiet to that 
befitting pioneer citizens of a $30 mil- 
lion electrochemical empire. 

When Business Topics first devoted 
attention to Whitehall and Montague,’ 
they were in the early stages of adjust- 


*Mrs. Garrison is Associate Editor of 
Business Topics. 

1“Montague: Michigan’s $30,000,000 
Electrochemical Empire of the Future”, 
Business Topics, June, 1954. 


“Before the initial plant construction was 
considered actually complete, additional fa- 
cilities and improvements had boosted the 
figure to $15 million. Hooker has since 
poured another $3 million into increased 
capacity and into diversification projects— 
the total figure now stands at about $18 
million. 


ment to the incursion of large-scale in- 
dustrial enterprise. Hooker Electro- 
chemical Company of Niagara Falls, 
New York, was just completing its $13 
million plant that was designed to tap 
Michigan’s inexhaustible supply of sub- 
terranean salt (our salt cellar, as you 
might say), and to turn it, by an elec- 
trolytic process, into caustic soda, 
chlorine and hydrogen.” It was point- 
ed out at that time that Hooker plan- 
ned to ship most of its chemicals by 
barge and railroad to its customers in 
the Middle West, but that eventually it 
would pipe anhydrous hydrogen chlo- 
ride gas directly to a contiguous plant 
for use in manufacturing processes in 
Montague itself. The opening of other 
plants to make possible this manufac- 
ture takes place in the late summer, so 
the time seems appropriate for a re- 
check on the Montague situation, now 
that the White Lake communities are 
entering another stage of their new in- 
dustrial life. 

A Human Problem. Our purpose in 
this recapitulation is, as previously, to 
consider the human aspects of the 
problem of growth as well as the purely 
economic and technical ones. It is not 
only the extent of the industrial de- 
velopment that makes the Montague 
story significant, but the fact that so 
much technological change is affecting 
an area that had not experienced such 
an impact before, and hence had a 
great deal of adjustment to make. $30 


‘million worth of industry would be a 
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big development in any community, 
but to a small rural one it represents 
not so much an accelerated adjustment 
as a whole new way of life. Hence our 
interest in watching two small towns 
develop the techniques necessary for 
their survival as entities under greatly 
changed circumstances. 


“Oil Boom Psychology?” 


Vast as the electrochemical complex 
promised to be two years ago, events 
suggest that it may be an even larger 
one than was anticipated. The $30 
million figure involves only the Hooker 
installation now operating, or projected 
for the immediate future; the DuPont 
neoprene rubber plant scheduled for 
immediate operation, and the Union 
Carbide and Carbon’s Linde Air Prod- 
ucts Company plant. 

The air in the White Lake com- 
munities is alive with rumors of vinyl 
chloride synthetic resin manufacturers 
who may wish to establish themselves 
near the new source of chlorine, caus- 
tic soda and hydrogen, but to date 
there has been no actual announce- 
ment of such a development. Such 
rumors are stimulated by the knowl- 
edge that both B. F. Goodrich Chem- 
ical Company and Pathfinder Chemical 
Company, a subsidiary of Goodyear 
Tire and Rubber Company, manufac- 
ture vinyl chloride plastic resins at 
Niagara Falls, receiving their hydrogen 
chloride gas and acetylene from ad- 
jacent Hooker and Carbide plants. In 
the words of a local observer: “It’s an 
oil boom psychology around here. No 
one’s actually making a strike, but 
everyone thinks we’re just about to. 
And all this scuttlebutt keeps us happy, 
gives us something to talk about.” 

Actually the local appraisal of the 
industrial situation seems to the in- 
quiring visitor a more realistic one 
than these words imply. It seems al- 


together likely that the end of the new 
developments is by no means in sight, 
but that there is in process an adjust- 
ment to actual conditions rather than 
to a shifting mirage of possible future 
contingencies. A responsive accept- 
ance is being made in both Whitehall 
and Montague; there is discernible to- 
day, as there was not two years ago, a 
difference between the two communi- 
ties in the nature of the response. 

Gravitational attraction. In two 
ways, the situation in Whitehall is the 
more difficult. Being closer to Muske- 
gon, this community feels the pull of 
the larger city. Many people live on 
the outskirts of town and work in Mus- 
kegon, feeling themselves no part of 
the town of which they are legally a 
part. This is especially true of new 
residents, and involves exaggerated dif- 
ficuities of mutual adjustment. The 
strain is particularly felt in regard to 
the schools. A recent enlargement of 
the Whitehall district has brought into 
their educational system five outlying 
districts in which the population pat- 
tern is rapidly altering from predomi- 
nantly factory-workers’ homes, some 
of them condemned or condemnable 
prefabs, others congested trailer com- 
munities. It goes without saying that 
much of the population in these new 
areas is impermanently settled, badly 
housed, and restless. Absorption of 
this industrial element, newly arrived, 
to a great extent, from the South, 
presents a distinct problem. 

The present search for new indus- 
tries to be located in Whitehall bears 
upon the problem of absorbing these 
workers into the community. New 
manufacturing ‘undertakings to supple- 
ment the enterprises now there would 
tend to orient toward the community 
the industrial population that now 
works outside, while relying on local 
facilities; and at the same time such a 


move would satisfy the understandable 
local desire to keep up with the more 
assured prosperity of Montague. 

Future Guaranteed. In the latter 
community the problem and the aspira- 
tion are simpler. The electrochemical 
industry is there to stay, firmly en- 
trenched in its landscaped installations. 
Jobs are both desirable and available, 
such as are calculated to attract the 
competent individuals who would once 
have been forced to leave home to find 
comparable work. 


Hooker Electrochemical Company 


The firm primarily responsible for 
the rebirth of Montague is, of course, 
Hooker. Our previous article covered 
the nature and scope of its operation 
in sufficient detail so that a brief re- 
capitulation will be adequate. Its elec- 
trochemical operations employ more 
than one hundred and fifty people, two- 
thirds of whom are drawn from the 
local labor force, while the managerial 
employees comprising the balance have 
been brought in from the main plant at 
Niagara Falls. A substantial part of 
the three million dollar plant expan- 
sion now going on is intended specifi- 
cally to produce the hydrogen chloride 
for DuPont’s neoprene manufacture 
which will be delivered by pipeline to 
the neighboring firm. 

Golden Opinions. The most im- 
pressive feature of Hooker's place in 
the Montague picture is the finesse 
with which the managerial personnel 
have taken their place in the commu- 
nity. During contacts of all kinds with 
people of the White Lake towns, I 
was constantly impressed by the 
readily-expressed affection for Hooker 
constantly volunteered by many. Not 
only was there not the slightest expres- 
sion of resentment over the introduc- 
tion of a large manufacturing concern 
into the area, but there was consistent- 
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ly expressed a feeling of cordial ac- 
ceptance of the plant, and more partic- 
ularly of the new citizens Hooker has 
brought into Montague. These recent 
residents have adapted themselves with 
such good will to their Michigan home 
that within the short time that the 
plant has been in operation Hooker 
personnel have served as president and 
vice-president of the Montague Par- 
ent Teacher Association, president and 
secretary of the Whitehall Parent 
Teachers Association, president of the 
local Rotary Club, and president of 
the American Business Club. Willing- 
ness to serve in such time-consuming 
public activities as these indicates the 
sort of civic consciousness always to be 
welcomed in newcomers to any town. 


DuPont 

Adjoining the Hooker plant, which 
has adapted itself to the landscape 
with the aid of green lawns and perma- 
nent planting, the neoprene installa- 
tion of DuPont is in its final stages of 
construction. The complex of build- 
ings will have cost $10 million by the 
time it goes into operation. Receiving 
piped hydrogen chloride gas from 
Hooker and acetylene gas from the 
Linde Air Products Division of Union 
Carbide and Carbon, this enterprise 
will turn out a single product, synthetic 
rubber, by processes similar to those 
used by DuPont's older plant at Louis- 
ville, Kentucky. The function of the 
DuPont plant will be exactly the same, 
turning out a raw material, not a 
finished product. 

I have mentioned the persistent 
rumor in Montague that has to do with 
impending arrival of a plastics manu- 
facturing enterprise. This happy 
eventuality seems not to be founded on 
fact, but rather on the optimistic con- 
viction that it would be nice if it were 
so. It is altogether reasonable to ex- 
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pect that in time some concern will 
want to buy raw materials at the source 
and manufacture the finished products 
in Montague, but there seems to be no 
present factual foundation for the con- 
stant rumors. 

The Other Side of the Question. The 
problems of a large, world-famous and 
wealthy company making a start at 
establishing itself in a community pro- 
vide headaches of a kind the layman is 
not likely to conceive. As an instance 
of the standard response to such prob- 
lems, consider the present article and 
its predecessor. It seems altogether 
natural to approach the question of the 
impact of large industry upon small 
community from the point of view of 
the community: the strain upon the 
local economy and way of life, the dis- 
location of facilities, the direction and 
type of expansion undertaken by the 
town, the type of new population, and 
so on. To study the changes only in 
terms of these aspects yields, after all, 
an incomplete and partial picture. One 
is too prone to overlook a comple- 
mentary set of problems that are just 
as acute: those of the enterprise seek- 
ing a home. It is not too much to say 
that the cards are stacked against it, 
and that in winning a place for itself 
it has to make the effort of a swimmer 
fighting his way upstream. 

Twenty-four Carat Rumors. Once 
it is known that a wealthy and illus- 
trious company proposes to establish 
itself locally, a shower of 24-carat 
rumors descends, dazzling all eyes, and 
enriching everyone with the inflationary 
coin of great expectations. When the 
idea of Millions of Dollars is in the 
air, straight thinking becomes difficult 
for any of use. $10 million, the size of 
the new DuPont plant at Montague, 
seems an infinite amount of money, 
and the optimistic citizen is likely to 
translate it instantly into terms of pay- 


roll for a large free-spending labor 
force recruited locally. However, in 
terms of building costs of a modern 
chemical plant, the figure is not large, 
and seems still smaller, from the ¢om- 
munity’s point of view, in terms of 
modern automation, which means a 
larger investment per worker and a re- 
latively smaller payroll. 

Waking from a golden dream of 
automatic prosperity for all is likely to 
make a community disaffected toward 
the new enterprise. Hence such an 
alert firm as DuPont, sensitive to public 
reaction, devotes much attention to its 
good relations with local people. To 
this end it hires on the spot as many of 
its working force as is feasible, buys 
locally whenever possible, and above 
all creates good public relations 
through the members of its staff whom 
it sends in to represent it. The Project 
Manager is the first and most import- 
ant contact between DuPont and the 
community. C. §. Anderson, who fills 
this position in Montague, has built 
$200 million worth of installations as 
Construction Engineer for DuPont. 
Such a figure does not convey the ex- 
tent of his actual work, for a large part 
of his responsibility is the establish- 
ment of a secure structure of commu- 
nity relations, that will bear as much 
upon the success of an enterprise as 
will the solidity of its steel structure. 

Setting the Pace. Not only must the 
Project Manager, then, direct the con- 
struction of a  multi-million-dollar 
plant; he must also demonstrate to a 
shrewdly-appraising community that 
DuPont people are substantial citizens, 
vitally interested in making themselves 
valued members of the group into 
which they are moving. The Manager 
sets the pace for all members of his 
staff. Many of the supervisory per- 
sonnel have had fifteen or more years 
of experience in what might be termed 
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an ambassadorial capacity to the new 
communities. Mr. Anderson has ful- 
filled this double function of building 
plants and human relations for nine- 
teen years, on eighteen projects, in 
eight different states. 

At Home on the Farm. Setting up 
their first headquarters in a farm- 
house, DuPont’s Plant Manager and 
his staff have been engaged for a year 
and a half in their multiple job of 
building plant and community rela- 
tions. A policy of buying and employ- 
ing locally as much as possible means 
additional hours of interviews with 
salesmen and applicants beyond what 
would be necessary if this policy were 
not followed. For example, time had 
to be found for over 600 salesmen who 
besieged the supervisory staff in the 
first three months of the project. 

Five hundred construction workers 
have been engaged in putting up the 
DuPont plant. As the building at 
Hooker and DuPont overlapped to a 
minor extent, there was no great ad- 


The DuPont temporary farm-house headquarters in Montague. 


ditional difficulty for the community in 
absorbing this influx. Union Carbon 
and Carbide’s construction is planned 
to reach its conclusion at the same 
time as DuPont’s, and as its entire out- 
put of acetylene gas, its only product, 
will be absorbed in the neoprene pro- 
cess, I have not treated this enterprise 
separately. The installation may ex- 
ceed in valuation the $2 million at first 
projected. 


Pump Priming 

The depression years, with their his- 
tory of public works, made familiar to 
all of us the concept of “pump prim- 
ing”: the undertaking of a large-scale 
project in the hope that it would stim- 
ulate the economy in general to op- 
erate at an accelerated rate. One 
aspect of the entrance of Hooker and 
DuPont into Montague is the pump- 
priming one, with the difference here 
that the priming project is undertaken 
for its own sake, and the beneficial side 
effects are secondary. 
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Many communities meeting the im- 
pact of multi-million-dollar industries 
have been disappointed, after the first 
excitement wears off, to find that an 
anticipated rise in employment has 
been less than they expected. Today’s 
trend to automation means relatively 
few employees for the size of the capi- 
tal investment. Yet the effect of new 
industry, even under these new condi- 
tions, pervades the entire community 
before long, as if by physical osmosis. 
Consider, for instance, in the White 
Lake area, Whitehall’s long-established 
restaurant, the Goody-Goody, long 
familiar to vacationists as assurance of 
a well-cooked meal in the middle of a 
drive north. Though this restaurant 
has been in existence for twenty years, 
its present level of business owes a 
great deal to the pump-priming of the 
new industries. Completely remodel- 
led since the community’s upsurge, 
equipped with the latest complications 
of stainless steel, this place traces a 


good half of its present heavy patron- 
age to the new chemical enterprises. 

Local retailers of household supplies 
and appliances have expanded their fa- 
cilities to meet growing demands. 
Local businessmen, sensing coming 
needs, are planning to branch out into 
new areas. Eleven subdivisions have 
come into existence around Montague, 
and the developers of these, sensitive 
to the fact that much building in the 
regions around Whitehall has been 
lamentably random in nature, have laid 
out their plans with an eye to attracting 
solvent builders of attractive owner- 
occupied homes. 

Such changes as these indicate the 
permanence of the new community 
picture, as does the fine new Montague 
High School, planned with an eye to 
future growth. Despite the half-joking 
reference to “boom-town psychology” 
quoted earlier, Montague residents 
treat the new orientation as an alto- 
gether stable one, warranting home 


Eleven new sub-divisions demonstrate rate of growth of Montague. 
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building and expansion of facilities, 
rather than the turning over of a fast 
buck. 

The pump-priming effect is very 
evident from the point of view of the 
banker. In the last two years the 
Montague State Bank has experienced 
so much of the new impetus in the 
community that it has found it ex- 
pedient to enlarge the scope of its op- 
erations through consolidation with the 
Hackley Union National Bank of Mus- 
kegon. Thus more flexible banking 


and mortgage services are now avail- 


able for the growing needs of the ex- - 


panding community. 

As for the service to the enlarged 
dinner-table of the White Lake area, 
one supermarket is already on the 
scene and others are still in the per- 
sistent-rumor stage. It is appropriate 
that Plumb’s, the well-known western 
Michigan chain, should be first, for the 
firm was Michigan’s pioneer of this 
type of chain; indeed, its operation in 
Grand Rapids in 1932 was the second 
such in the nation as well as the first 
in Michigan. Their beautiful White- 
hall market opened in June, 1955. Ex- 


pansion to this area had long been 
contemplated, but it actually took 
place a good five years earlier than ex- 
pected, by virtue of that pump-prim- 
ing by the electrochemical industry. 
The market is a dazzling one, includ- 
ing everything from a children’s play- 
yard, store-long murals and the sale of 
fresh flowers to a walk-in freezer as 
large as many homes. The super- 
market has become almost a common- 
place to all of us (it is still one of the 
seven wonders of America to visiting 
Europeans), but even the jaded eye 
will find Plumb’s of Whitehall a real 
experience. To judge by the volume 
of trade at a slack hour in the iniddle 
of the week, one supermarket is al- 
ready none too many for this area. 


The Great Intangible 


All of these concrete changes point 
to the greatest of all, in itself not im- 
mediately apparent to the visitor. This 
is the possibility of eliminating the sad 
necessity, for many small communities, 
of exporting the greatest of their na- 
tural resources, the talents of their 
young people, who are forced to seek 
work elsewhere. With permanent in- 
dustrial opportunities in Montague, the 
ambitious young man or woman does 
not have to leave home for a job in 
Muskegon, Grand Rapids or Detroit. 
Those eleven new subdivisions, those 
gleaming new freezers in the appliance 
stores, those newly-available bank 
loans and market facilities, will serve 
the needs of young couples who grew 
up in the White Lake area and grew 
into jobs in the home community. The 
new schools, the projected $400,000 
hospital now in the planning stage, the 
churches crowded with new members, 
all witness to the vitalizing effect of the 
pump-priming by Michigan’s $30 mil- 
lion electrochemical industry. 
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AMERICA'S INTERNATIONAL TRADE 
AND FOREIGN AID 


By HARRY G. BRAINARD* 


Foreign trade is a subject of high current interest. 


This 


analysis covers its effects over the past decade on the United 


States’ balance of trade. 


Trade and Aid 


During the past decade there has 
been a greater interest shown by the 
people of the United States in the in- 
ternational economic relations of this 
country than at any previous time in 
history. There are many reasons for 
this intense interest among which may 
be mentioned the rebuilding of war- 
torn Europe, the threat of Commu- 
nism, and the drive for economic im- 
provement by the underdeveloped 
areas of the world. Statistics are now 
available which make it possible to 
gain some perspective of the relation- 
ship that has prevailed over the past 
ten years between that part of the in- 
ternational commerce of the United 
States which has resulted from aid pro- 
grams and that part attributable to the 
private sector of the economy. 

Before undertaking a study of in- 
ternational trade and foreign aid data 
it is essential to understand certain 
basic concepts. When economists talk 
about the international trade of the 
United States they refer to all the goods 
and services that have been sold to 
foreigners and also to all the goods 
and services that the United States has 
purchased outside the country. These 
are global figures representing the total 
exports and imports of the nation for a 
specified period, a year for example. 


*Dr. Brainard is Associate Professor of 
Economics at Michigan State University. 


These data do not tell how the pur- 
chases and sales were financed; nor is 
any indication given of the types of 
goods and services involved. Yet to 
understand the true character of 
America’s foreign trade it is necessary 
to know something about the nature of 
the commodities and services involved 
and the financial aspects of commerce. 
And here is where the details of United 
States foreign aid programs become 
important. 

Aid to foreign nations extended by 
the United States government has 
taken several forms ranging from loans 
to other governments to grants (gifts) 
and, finally, to the outright shipment of 
military equipment. So far as trade 
statistics are concerned it matters little 
the form in which aid has been ex- 
tended because the shipment of wheat, 
typewriters, or a General Sherman 
tank appears as an export worth so 
many dollars. In other words, Ameri- 
can foreign aid ultimately must take 
the form of products shipped abroad 
or services rendered to other govern- 
ments. Money does not leave the 
country, but the products which it buys 
do. This concept is of critical im- 
portance. 


Types of Foreign Aid 


In the decade following the end of 
World War II the government of the 
United States has undertaken a series 
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of foreign aid programs of unprece- 
dented size and extent. From the be- 
ginning of 1946 to the end of 1955, a 
period of ten years, foreign aid ex- 
penditures totaled in excess of $51 
billion, of which over $10 billion were 
represented by credits repayable to the 
United States. This means that about 
$51 billion worth of goods and services 
exported from this nation were fi- 
nanced by the government during the 
period under consideration. 

While these foreign aid expenditures 
were made in the promotion of a wide 
variety of projects, for the purposes of 
this study they may be considered 
under the categories of military aid and 
economic assistance. In the former 
are included all military aid expendi- 
tures beginning with those extended to 
Greece and Turkey in 1947 on through 
this country’s support of nations be- 
longing to the various mutual defense 
pacts which have been created, such as 
the North Atlantic Treaty Organiza- 
tion. In the category of economic as- 
sistance fall grants extended under the 
Marshall Plan, aid to nations of the 


Far East, technical assistance, and 
many other programs, all nonmilitary 
in character. 


The Extent of Foreign Aid, 
1946-1955 


To indicate more precisely the ex- 
tent of American military and foreign 
aid programs in the past decade, the 
following table is presented. It shows 
for the ten year period, 1946 through 
1955, the annual expenditures made 
under each of the categories and also 
the net credits extended. 

From the data presented above 
several observations may be made. In 
the first place, it is clear that the 
foreign aid programs of the United 
States were most extensive during the 
first four years of the decade, with the 
exception of 1953. Since 1949 the 
volume of exports financed by the gov- 
ernment has gradually declined, with 
the exception already noted, until by 
1955 they amounted to less than $4 
billion. A second observation is that 
since 1947 a relatively small part of 
the total aid program has been fi- 


TABLE 1—U. S. Military and Economic Aid—Grants and Credits, 1946-1955 
In billions of dollars 


Type 1946 | 1947 1048 1949 | 1950/1951 | 1952 | 1953 | 1954 | 1955 
Military aid (grants)......... ok 4 -2 <6) | 2.6 | 4.3 | 
Economic aid (grants)........ 2.3 | 1.8 | 3.7 5.0 | 5.5 | 3.0} 3.9 | | 2.7 

Military and economic aid | | 

ct 3.8/4.0 .2| .2 | 4| 
Total, annually <<... 6.2 15.9 | S20 | 5.8 | 4.3 | 4.7 | 4.9 | 6.3 | 4.6 | 3.8 


Total, 1946-1955 


Military grants.. 15.1 
Economic grants. 26.2 
10.1 


Grand Total....... 


Source: United States Department of Commerce. 
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nanced by credits and, as a matter of 
fact, in 1954 and 1955 repayments ex- 
ceeded new loans by more than $100 
million in each year. In other words, 
military and economic assistance pro- 
grams once under way have been large- 
ly on a grant basis. Economic as- 
sistance for the first six years of the 
decade was on a very substantial basis, 
averaging $3.2 billion per year. Since 
1951 this type of aid has declined and 
for the last four years of the period 
averaged about $2.8 billion annually. 
Finally, it should be pointed out that 
military assistance was on a minor 
scale through the first half of the 
decade, with an annual average for the 
years 1947-1950, inclusive, of $350 
million. Beginning in 1951, however, 
with the full impact of the Korean War, 
military assistance was stepped up 
sharply and in 1953 amounted to $4.3 
billion. For the last five years of the 
period, average annual expenditures 
have amounted to more than $2.7 bil- 
lion. Thus as economic assistance be- 
gan to taper off, military assistance 
increased, but in the last two years both 
categories of aid have: declined and in 


1955 reached the lowest level for the 
ten year period. 

With this picture before him of ex- 
penditures made by the government of 
the United States during the past 
decade in the prosecution of its mili- 
tary and economic assistance pro- 
grams, the reader can now turn to a 
study of the total international trade 
for the period. Again it must be em- 
phasized that foreign aid expenditures 
take the form of exports of goods and 
services and thus are counted as part 
of the nation’s total international trade. 
Dollars, as such, are not useful to for- 
eigners, but foodstuffs, military equip- 
ment, and technical assistance are. 


Foreign Aid Exports and 
U.S. Foreign Trade 


Perhaps the best way to show the 
relationship that has prevailed during 
the past ten years between the inter- 
national trade of this country and its 
foreign assistance programs is to pre- 
sent the data in tabular form. This is 
done in Table 2, which gives in billions 
of dollars for each year the United 
States total exports, foreign assistance 


TABLE 2—Foreign Aid Exports in Relation to U. S. Foreign Trade, 1946-1955 
In billions of dollars 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 
Exports of goods and services.|15.0 |19.8 |17.0 |16.0 |14.4 |20.2 |20.6 |21.3 |20.9 |21.8 
Less: Foreign aid exports...| 6.1 | 5.9 | 5.0 | 5.8 | 4.3 | 4.7 | 4.9 | 6.3 | 4.6 | 3.8 
Equals: Net exports........ 8.9 |13.9 |12.0 {10.2 {10.1 |15.5 |15.7 {15.0 |16.3 |18.0 
Imports of goods and services.| 7.2 | 8.3 |10.3 | 9.6 |12.1 |15.1 |15.8 |16.4 |15.9 |17.7 
Excess of exports over im- 
11.7|5.6|1.7| .6|-2.01 .4|-.1|-1.6, .4| .3 
| % | % | % 
Foreign aid exports as a per- | | 
cent of total exports........|40.6 |30.0 30.0 {35.5 |30.0 |23.3 30.0 (22.0 |17.4 
| 


| | | | | 
j Source: U.S. Department of Commerce. 
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exports, and imports. And finally is 
shown the amount by which net exports 
exceeded imports, sometimes referred 
to as the “dollar gap.” 

On the basis of the data shown 
above the relationship that has existed 
during the past decade between foreign 
aid exports and the total trade of the 
nation can now be considered. There 
are two general observations that can 
be made, but it must be emphasized 
that they are tentative and not conclu- 
sive. In the first place, it is perfectly 
apparent that as the dollar value of 
total exports has increased and foreign 
aid expenditures have declined, the lat- 
ter have become relatively less impor- 
tant. This shift in relationship is shown 
in percentages in the last line of Table 
2. Foreign aid exports have declined 
from 40.6 percent of total exports 
(1946) to a low of 17.4 percent in 
1955. This is certainly a significant 
change and one that would be expected 
as the economic and military positions 
of the free nations of the world have 
become stronger. 

The second observation concerns the 
relationship that has prevailed over the 
postwar decade between the net ex- 
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ports and imports of the United States. 
A study of the data shows that except 
for 1947 the trade of the nation was 
essentially in balance and, indeed, i 

three out of the ten years imports ex- 
ceeded net exports. It might be con- 
cluded, then, that the so-called “dollar 
shortage” about which so much has 
been written in recent years is only a 
myth. But conditions are not always as 
they appear; the apparent balance be- 
tween exports and imports may have 
resulted from forces that were not 
purely commercial in nature. There 
were during the period two types of 
transactions which may have been re- 
sponsible for the situation indicated. 
They are military expenditures made 
abroad by the United States and the 
acquisition of gold and dollar reserves 
by foreign nations. 


United States Military 
Expenditures Abroad 


In addition to the military aid that 
the United States government has given 
to other nations, the country’s military 
establishment has for the past several 
years made substantial expenditures 
abroad to maintain its armed forces in 


TABLE 3—Net Military Imports and Net Trade Balance of the United States, 1946-1955 


| 1947 


1948 } 1949 | 


In billions of dollars 


= = — 
“1950 19 1951 1952 | 1953 | | 1954 | 1955 


Imports of goods and services | | 
7.2 | 8.3 |10.3 | 9.6 12.1 |15.1 15.8 16.4 [15.9 |17.7 
Less: Net military ‘mports., .7* .5* 1.0 | 1.5 | 2.3 | 2.4 | (245 
Net imports | 6.7 | 7.9 | 9.6 | 9.0 11.6 1 3 14. 1 13.5 18.2 2 
Net exports (Table 2) yeeery | 8.9 (13.9 112.0 10.2 10.1 15.5 h 5.7 15.0 16.3 18. 0 
Net (6.7 | 7.9 | 9.6 | 9.0 14.1 14.3 14. 1 13.5 |15.2 
Net trade balance........... | 2.2 | 6.0 | 2.4/1.2 I= 5} 1.4] 1.4 | 9 | 2.8 | 2.8 

| | | | 


* Estimated. 


Source: United States Department of Commerce. 
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other parts of the world. At the same 
time other nations have purchased with 
their own funds military supplies from 
manufacturers in this country. From 
an accounting point of view expendi- 
tures made in other nations to main- 
tain United States military installations 
are recorded as imports and, converse- 
ly, in exports are counted military pur- 
chases made by other nations. Thus 
if on balance in any one year the 
United States imports of military sup- 
plies exceed exports, then the total im- 
port figure is larger than would other- 
wise be the case. Therefore, to arrive 
at export and import figures, which are 
essentially commercial in nature, it is 
necessary to deduct the net value of 
military expenditures from imports. 
This is done in Table 3 for the years 
in which these expenditures were made. 

Comparing the trade balance shown 
in Table 2 with that shown in the above 
table indicates clearly the importance 
of military expenditures made by the 
United States government in support 
of its armed forces abroad. Except for 
1950 exports of goods and services, 
which, with the adjustments that have 
been made, were largely commercial 
in character, exceeded imports in each 
of the years shown. It is also signifi- 
cant to note that the trade balances in 
the last two years were considerably 
greater than in the preceding five years. 
In other words, the “dollar gap” has 


become more pronounced in recent 
years than was previously the case. 

The second type of transaction that 
must be examined before firm conclu- 
sions can be reached concerning the 
foreign trade of the United States re- 
lates to changes in gold and dollar re- 
serves of foreign nations during the 
decade. The reason for suggesting the 
importance of shifts in these reserves 
is simply this. If reserves increase ap- 
preciably one year over another, then 
it is clear that foreign nations have pre- 
ferred this type of transaction to the 
purchase of a larger volume of Ameri- 
can goods and services. In other words, 
in any one year exports might well have 
been considerably higher had not for- 
eign reserves been increased, which is 
another way of saying that the trade 
balance of the United States might have 
been much greater during several years 
of the decade had foreign nations 
chosen to spend their resources rather 
than increase their gold and dollar re- 
serves. That just such a situation has 
prevailed is shown by Table 4. 

The reason for the trade deficit of 
the United States in 1950 now becomes 
perfectly clear when it is realized that 
foreign nations in that year increased 
their gold and dollar reserves by $3.7 
billion, thereby rebuilding their hold- 
ings practically to the 1946 level. This 
was a drastic change over the previous 
three years. It is also to be noted that 


TABLE 4—Estimated Gold Reserves and Dollar Holdings of Foreign Countries, 1946-1955 


(End of year; in billions of dollars) 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 1955 

Estimated gold and dollar 
19.4 |15.2 |15.0 {15.4 {19.1 |19.2 |20.5 |23.1 |25.0 |26.7 
Change over previous year... —4.2| —.2) +.4/+3.7) 


Source: Economic Report of the President, 1954, 1956. 
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at the end of 1955 gold and dollar 
reserves exceeded those of 1950 by 
$7.6 billions or approximately 40 per- 
cent. 


Conclusions 


The data presented in this paper lead 
to two broad conclusions. In the first 
place, during the past decade the for- 
eign trade of the United States has 
grown substantially and there has been 
a gradual decline in the volume of ex- 
ports, military and economic aid, 
financed by the government. This is a 
desirable trend in international trade, 
since it means that commercial trans- 
actions are again emerging as a domi- 
nating force. 


The second observation is that even 
with all the adjustments that have been 
made, exports still exceed imports and 
during the past two years the spread 
has widened. The development which 
softens the severity of the “dollar gap” 
is the ever-increasing size of foreign 
gold and dollar reserves. When these 
reserves become somewhat greater, 
especially those of Great Britain, it can 
be expected that currency restrictions 
imposed by foreign nations will be re- 
laxed. Such a development will result 
in a significant expansion of world 
commerce in which American business 
can be expected to participate to the 
fullest. 


THE STRANGE CASE OF HURST MILL SPUR* 
Hurst Mill Spur is a railroad spur line on the Mississippi River in Iowa. 


Perhaps we should say it was located there. “/s it or was*it?” is indeed the 
question. 


The basic facts are: (1) there was a Mr. Hurst; (2) he did have a mill; (3) 
there was a spur to the mill off a main line; and (4) in 1933 the spur line was 
torn up, the sawmill having ceased shipping. And so Hurst Mill Spur disappeared 
and no longer had any facilities whatsoever. But the railroads did not make 
it clear in their rate books that it no longer existed. 

Time marches on to 1940 and 1943, when railroad freight rates were hiked. 
In listing Iowa points where the higher rates would apply, the railroads over- 
looked listing Hurst Mill Spur. 

Now the scene shifts to Armour and Company. There an alert traffic clerk 
noted the omission. He knew that a shipper can calculate long distance freight 
rates on the basis of combining local rates, when they total less than the single 
through rate. 

Came 1950, and Armour & Company asked the 1.C.C. to order the railroads 
to repay the difference between rates charged them and what they would have 
been if charged via Hurst Mill Spur prior to the date the railmen woke up and 
included Hurst Mill Spur in the higher tariffs. (The fact that few of these cars 
may have rolled past the spot where the Spur once branched-off had no bearing.) 
The difference was a tidy sum: $173,263. Other meat packers may ask for 
whopping claims too. 

Does this sound illogical? The I.C.C. ordered the railroads to pay. 

Moral: A smart shipping clerk is worth his weight in gold. 


*When the Wall Street Journal reported this, we could hardly believe it. So we asked 
Armour’s and they say it’s all true. 


_ 
i 
hii 


WHAT IS A BLUE CHIP? 


By BURTON CRANE* 


Everybody knows what a “growth 
stock” is. It is a stock that somebody 
wants to sell. But despite Wall Street’s 
thunderous assurance on such matters, 
it has trouble defining a blue chip. 

The experts vary as much as the 
shades of blue, from midnight to navy, 
to royal, Yale, Copenhagen, Air Force, 
sky, baby and pastel. 

There is even a slight tendency to 
use the label “blue chip” as an addi- 
tional sales argument for a “growth 
stock.” 

Perhaps the shortest definition is that 
of Jacques Coe of the New York Stock 
Exchange firm bearing his name: 

“A favorite of the investment trusts 
that sells so high and yields so little 
that it is not worth buying now.” 

Harry D. Comer of Paine, Webber, 
Jackson & Curtis goes into more detail: 

“A blue chip is a stock that has 
‘arrived.’ Investors trust it because of 
its long earnings record and its habit of 
paying regular dividends. It cannot be 
in a cyclical industry. United States 
steel is not a blue chip, for example. 
For ten years in the Nineteen Thirties 
it paid a single dividend of $1. The 
rails cannot be blue chips. A ‘growth 
stock’ may be a special kind of ‘blue 
chip’ but they are not to be confused 
with each other.” 

Gerald M. Loeb of E. F. Hutton & 
Co., author of “The Battle for Invest- 
ment Survival,” goes back to the origi- 
nal poker meaning: 

“Blue chips are the most valuable 
stocks. They have the highest price- 
earnings ratios and the lowest yields. 
They have demonstrated earning power 


*From the New York Times, February 22, 
1956; reprinted by permission. 


and ninety-nine out of 100 are favor- 
ites of the institutions.” 

Sidney B. Lurie of Josephthal & Co. 
feels that blue chips are the “best type 
of stocks, the most conservative.” They 
must have long dividend and earnings 
records, strong and long-established 
trade positions and reputations for 
both conservatism and growth. Their 
high prices and low yields, he feels, are 
reflections of the fact that there is little 
risk for which the investor must seek 
compensation. 

Mr. Lurie makes a sharp distinction 
between “growth stocks” and_ blue 
chips, pointing out that most of the 
latter have reached maturity, which 
means that the rate of growth has nec- 
essarily slowed down. But he points 
out that some of the cyclical industries 
in the last thirty years have been 
achieving a new stability, with the re- 
sult that new blue chips are emerging. 

One financial writer gives this defi- 
nition: “A blue chip is a share of own- 
ership in an enterprise known nation- 
ally for the quality and wide accept- 
ance of its product and for its ability 
to make money and pay a conservative 
dividend in good times and bad. If 
such a company has no debt, the chip 
is that much bluer.” 

Another laborer in the vineyard con- 
tributes: “I consider a blue chip to be 
a stock that gives a comparatively good 
yield consistently over a period of 
years.” 

Standard & Poor’s Corporation some 
years ago gave ratings of the invest- 
ment values of stocks. This now is 
being revived. The statisticians have 
thrown out most of the measurements 
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commonly recommended in books on 
securities analysis. After all, they feel, 
the results in earnings and dividends 
are what count. Using only these two 
factors, they have worked out a for- 
mula for evaluating stocks. 

Standard & Poor’s takes earnings for 
eight years. A basic score is given for 
each year in which earnings per share 
are bigger than in the preceding year. 
This is adjusted downward for declines 
and becomes a “basic earnings” index, 
which is then multiplied by the square 
root of the percentage by which earn- 
ings for the most recent three years top 
those for the base years of 1946-49. 
This growth factor is “topped out” at 
150 per cent to keep it from dominat- 
ing all other considerations. 

The same procedure is followed with 
dividends over the last twenty years 
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and then the earnings and dividend 
ratings are combined. Ratings are then 
given, with A-plus, A and A-minus at 
the top and C at the bottom. 

“A-minus” in the scale of ratings 
means only “above average.” There- 
fore it is hard to consider as blue chips 
anything lower than “A-plus.” One 
should note, however, that Standard & 
Poor’s goes back only twenty years— 
to 1936—for dividends, thereby miss- 
ing the worst of the slump, and only to 
the first postwar years for earnings. 

With some “blue chips” at eight 
times earnings and some nonblue chips 
at twenty-three times earnings, the in- 
vestor can be pardoned for feeling that 
he is a blind man chasing fireflies. 

This reporter’s definition therefore 
paraphrases Gertrude Stein: “A blue 
chip is a blue chip is a blue chip.” 


Pole 


NEW SHOPPING CENTERS AROUND US 


By David J. Luck* 


The planned suburban shopping center is an exciting 
development. Here are a few facts about them with par- 


ticular reference to Michigan. 


As new planned shopping centers are 
opened on the borders of our cities, 
obviously important shifts are taking 
place in shopping patterns. The pres- 
ent and proposed centers raise many 
questions for everyone, not only the 
merchants. Herein are summarized 
some outstanding facts about them, al- 
though some of the complicated ques- 
tions can scarcely be answered. 


Their Background 


There have been shopping centers 
of a sort ever since merchants or crafts- 
men first started doing business side- 
by-side at crossroads. As cities grew, 
and as eventually mass transportation 
arrived, by streetcar or rapid transit, 
thousands of persons were brought 
within convenient travel from the city’s 
hub. There, the tremendous stores de- 
veloped, block after block, and they 
became the dominating feature of the 
city’s retail trade except for conven- 
ience merchandise. Outlying stores, of 
course, always existed for convenience 
purchases such as drugs and food. 
Eventually large groupings of such sub- 
urban stores comprising many stores in 
a wide variety of lines, developed at 
outlying points where mass transporta- 
tion lines crossed and where people 
tended to transfer from one to another, 
as from buses to streetcars or one line 
to another. 

The earlier outlying centers differ 
considerably from the new type of 


*Dr. Luck is Director of the Bureau of 
Business Research, Michigan State Univer- 
sity. 


center today in several respects. They 
were designed primarily for the con- 
sumer who is on foot, coming from the 
nearby area or alighting from street 
cars or other mass transit. It did not 
provide for automobile parking except 
incidentally. The stores fronted on the 
sidewalks and were strung along the 
main street or the intersecting streets. 
They were individually built and 
owned, a hodge-podge of varying styles 
of architecture and generally not situ- 
ated in a very logical arrangement. 


Today we see the radical step to the 
planned center, generally owned and 
controlled by one landlord. It has been 
designed from the beginning in a uni- 
form architecture and generally in con- 
tinuous large blocks of stores, sur- 
rounded by parking and connected by 
malls along which the consumer walks 
from store to store. Some of these new 
centers can be termed “regional” cen- 
ters as they dominate the trade over 
a large region, both in shopping and 
convenience goods. Other centers pre- 
dominately house supermarkets and 
other convenience stores and draw from 
smaller areas, but both types are some- 
thing new in our shopping picture. 

Who first introduced this modern 
concept of the planned shopping cen- 
ter? Mr. Stanley Kresge, of the great 
variety store chain, relates the follow- 
ing: “I believe the birth of the first 
shopping center took place back in 
1928. My father and I were attending 
the Republican National Convention in 
Kansas City, Missouri. While there, we 
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combined a little business with the con- 
vention and had the pleasure of meet- 
ing J. C. Nichols. Mr. Nichols rode 
out in the country with us. When we 
reached a certain area, he revealed his 
idea of a one-stop shopping center to 
my father, who at once saw its possi- 
bilities. Within three days, my father 
had one of our real estate men in Kan- 
sas City and the contracts signed for 
our participation. Mr. Nichols after- 
ward said that it was the enthusiasm 
and foresight displayed by Mr. Kresge 
and his willingness to take a mutual 
risk in his idea that spurred him on to 
this new concept of retailing. This cen- 
ter, known as Country-Club Plaza had 
its difficulties during the depression, 
but since that time it has been enlarged 
and is one of the five largest in the 
United States today.”? 

Soon after Mr. Nichols opened his 
pioneer planned center, the depression 


was upon us. When retailing expansion 
resumed, the suburban centers that 
grew up were not of the planned type. 
Rather they were individual store build- 
ings located in strips along main streets, 
generally along side some new subur- 
ban department store that served as 
the nucleus. We see a number of these ; 
centers today, particularly near De- 
troit, with some parking area, but 
strung out along the streets and not 
conveniently close for the shoppers to 
walk from their cars. 


The Centers Today 


Within a few years after World War 
II, some centers following Mr. Nichol’s 
concept began to develop. Apparently 
the earliest were in California and in 


1Mr. Kresge is vice-chairman of the Board 
of Directors, S. S. Kresge Co. This is an ex- 
cerpt from an address at Michigan State 
University, April 12, 1955. 


New American pastime: Strolling around the shopping center (Courtesy of Northland 
Center, Inc.) 


—- 


24 New SHOPPING CENTERS AROUND Us 


the Boston area, and there was particu- 
lar development at Columbus, Ohio. By 
1950, the planned shopping centers 
were springing up in all sections. In 
1953, Chain Store Age* found that 350 
new centers were at that time being 
planned, but in 1954, it reported that 
520 were being planned. This figure 
rose sharply as in 1956 the magazine 
reported that 2,200 new centers were 
being planned. At that time, the maga- 
zine reported that 1,600 centers were 
in operation of which 600 had been 
opened in the past year. Verily, the 
end is not in sight. 

When you observe the number of 
suburban shopping centers going up 
around Michigan’s prosperous major 
cities, it would appear that this sort of 
development is really booming. This 
is true, but proportional growth is 
found in other states too. California 
leads all the rest with at least 150 
shopping centers completed or under 
construction. New York is not far short 
of 100 such centers. Ohio, Pennsyl- 
vania, Illinois, and Texas are among 
other states with a greater number of 
shopping centers completed or under 
construction; but in proportion to its 
population, Michigan is building its 
share of such centers. 

Let us briefly look at the outstanding 
facts about the several of the regional 
centers in Michigan. 

Northland Center: If Michigan does 
not have most of the shopping centers, 
it certainly has the largest, which is 
Northland. The hugeness of this cen- 
ter may be exceeded shortly by another 
being built in California, but North- 
land will long remain a very impressive 
spectacle to shopper and tourist alike. 
The center was completed in March, 


2Chain Store Age, Grocery Executives 
Edition, May, 1953, p. 181. 


1954 and was, in a number of ways, 
a pioneer. Initially, it was planned to 
house eighty retailers and service bus- 
inesses. Actually, it today has 105 ten- 
ants, not because the present buildings 
are larger than planned, but because 
more units were subdivided to house 
small businesses than were anticipated. 

You would have to think for some 
time to name an item for which Mrs. 
Housewife shops that is not carried 
someplace in Northland. Besides buy- 
ing her merchandise there, she will find 
physicians, dentists, chiropodists, and 
a wide variety of services. The various 
restaurants seating over 1,700 at one 
time cater to all tastes and tempos of 
dining, from the leisurely to the quick- 
luncher. 

Northland naturally claims a num- 
ber of “largests”, including the largest 
supermarket and the largest gasoline 
station in the State. Hudson’s branch 
store is the largest department store 
built since the 1920's. It is becoming 
far more than a shopping center too. 
A large motor-hotel (125 units) is 
contemplated. Office buildings will be 
built for three corporations’ own of- 
fices, plus an 8 to 10 story office build- 
ing for general occupancy. A 350 bed 
hospital, a medical center and a large 
theatre also are in early prospect. 

Some of these new structures are be- 
ing built outside the central area with 
its store buildings and 9,000 car park- 
ing area. Actually, the shopping part 
of Northland Center occupies only 160 
acres of a 400 acre tract. To the west 
side of the center a fine residential sub- 
division is under construction. 

Perhaps the most natural question 
to ask about Northland is, “Does it 
pay?” So far as the owner, Northland 
Center, Inc. is concerned, it is paying 
very well and beyond expectations. 
(The center, incidentally, is not run 
by the J. L. Hudson Company, al- 
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though that retailer organized the cen- 
ter and its branch occupies nearly 50 
percent of the retailer space. Hudson’s 
are, however, the major controlling 
interest in the corporation.) The total 
retail sales of the center have reached 
the annual rate of 88 million dollars 
volume. From the first to the second 
full year of business, the sales grew by 
60 percent, and the growth has con- 
tinued at a fast rate. 

The business and the profits of the 
center have been well distributed 
among most of its stores. Out of 95 re- 
tailers, 91 can be said to be making a 
fair or better rate of profit. Only three 
merchants have gone out of business in 
the two and one half year history of 
the center. The difficulties in each case 
were attributed to the factors other than 
adequate volume. Each has been re- 
placed successfully. 

Frandor Center: A golf course lying 
between Lansing and East Lansing was 
perceived to be a logical shopping cen- 
ter site by Francis Corr, the Lansing 
contractor. On its 55 acres he has con- 
structed Michigan’s second largest 
shopping center, whose first store 
opened in November, 1954. 

Today 44 retailers, including two de- 
partment stores, are open at Frandor 
and 3,500 cars can park there. When 
present facilities are fully occupied and 
the parking areas completed, 5,000 cars 
can park for shopping in 50 stores. Al- 
ready, however, the sales volume of the 
Center approximates an annual rate of 
35 millions. 

Unlike Northland,. Frandor’s pres- 
ent expansion plans are limited. Mr. 
Corr has provided for the future, how- 
ever, by acquiring another golf course 
lying to the north of the present shop- 
ping area. His confidence in shopping 
centers also is demonstrated by recently 
purchasing a smaller center just west 
of Lansing for future development. 


Smaller Centers: With one or two 
possible exceptions the other existing 
planned centers in Michigan are not 
regional in their drawing power. A 
probable exception is Eastgate, located 
to the northeast of Detroit in Roseville, 
with its 42 stores and approximately 
3,000 parking spaces. Most of the other 
centers predominate in convenience 
goods, although some have what are 
generally termed “junior” department 
stores in the trade. These centers often 
have from 20 to 30 stores and they 
park 1,000 or more cars. An excellent 
example is Livonia’s Sheldon Center, 
and similar centers already exist around 
Detroit, Flint, Pontiac, and Grand 
Rapids. 

Eastland, Westland, etc.: The devel- 
opment of Michigan suburban shop- 
ping centers continues unabated. Per- 
haps the most exciting planned centers 
are others that will be developed by the 
J. L. Hudson Company. In future pros- 
pect is Westland Center, in Dearborn, 
and perhaps Southland center later on. 
Under present construction is Eastland 
Center, 10 miles northeast of down- 
town Detroit. It covers 120 acres and 
is built for occupancy by 70 stores. It 
will be another Northland, but not on 
quite as grand a scale. 


What of the Future 

Can the presently building planned 
shopping centers all be profitable? Can 
the growth of new centers continue for 
long? These are indeed questions that 
bother many persons concerned with 
the suburban centers as well as the 
older centers. 

It is a fact that nearly all of the 
existing centers and most of the tenant 
stores have proved successful. Actually 
they are providing merely for the 
growth of suburban demands in their 
nearby areas. Success is likely for 
most of the stores now located in 
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them. The consumer likes to stroll 
through the malls to the refrains of 
the piped music and amid the landscap- 
ing of the nicer centers. She likes to 
park nearby, not over 500 feet from 
any store she visits, according to some 
experts. 

Besides this basis of demand, there is 
better judgment being exercised that 
will preclude some of the wilder plans 
from ever taking concrete form. The 
most sobering elements are these: (1) 
the chain stores are basic to the cen- 
ters, and their accumulated experience 
ters, and their accumulated experience 
will dash cold water on_ ill-advised 
centers at their promotional stages, and 
(2) insurance companies are becom- 
ing principal financiers of the centers, 
and they are very prudent with the 
policyholder’s dollar. 


The Older Centers 

The phrase “the downtown fights 
back” is the rallying cry for downtown 
merchants everywhere. With some suc- 
cess, downtown centers are maintain- 
ing their voiumes (although probably 
not their past share of volume) as they 
take progressive action in many cities. 
A recent Business Topics article by a 
prominent retailer on this subject drew 
widespread interest.* 

More seriously affected are the com- 
peting suburban centers that served in 
an area before the gleaming new 
planned center was a gleam in its pro- 
moter’s eye. Such an older center to 
the west of Cincinnati is Cheviot. Its 
250 retail establishments were chal- 
Jenged vigorously when a fine new 

3R. E. Rich, “Downtown or Suburbs”, 
Business Topics, Vol. 3, No. 2 (September, 
1955). 

4Mr. Schapker is a marketing consultant 


of Cincinnati. This information will form 
part of a study to be provided elsewhere. 


planned center, Western Hills Plaza, 
opened with 42 stores just one-mile 
distant. Mr. B. L. Schapker* found that 


Cheviot merchants leaped into promo- 
tional action against the new compe- 
tition as soon as the new center was 
opened. Steps taken by the united ac- 
tion of Cheviot merchants included: 


1. Leasing ground for a new park- 
ing area; 

2. Installing new White Way street 
lighting which was turned on 
with great fanfare. 

3. Staging a “millionaire’s vacation 
contest”, awarding trips to Flor- 
ida; 

4. During the Christmas season 
providing free bus service for 
outlying residents; and liberally 
promoting Santa Claus who gave 
away three tons of candy; 

5. By stepping up weekly combined 
advertising promotions behind a 
“Shop Cheviot First” slogan; 

6. Adopting trading stamps to a 
greater extent than anywhere 
else in the Cincinnati area. 

With such vigorous action, it is re- 

ported that no Cheviot stores have yet 
closed although undoubtedly the new 
center has diverted much trade. 

East Lansing Surveys: Something of 

a shopping center’s drawing power was 
indicated in three successive surveys of 
Fast Lansing shoppers conducted by 
Michigan State research students. 
Taken at six month intervals, they be- 
gan when the Frandor Center (lying 
2 miles west of the center of East Lan- 
sing) was three months old. Chief find- 
ings were: 


(1) The Frandor stores quickly 


dominated the convenience goods sales 
for about a mile radius into East Lan- 
sing. This patronage continued a grad- 
ual growth; 
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(2) Residents of the East Lansing 
areas further from the new Center 
mainly continued to buy convenience 
goods in East Lansing; 

(3) Only a minority of East Lan- 
sing people bought apparel in the new 
center, and downtown Lansing stores 
still attracted over 60 percent of such 
purchases at the last survey and were 
regaining their slight loss; 

(4) Frandor seemed to achieve its 
East Lansing convenience goods sales 
mainly at the expense of stores in Lan- 
sing which East Lansingites used to 
patronize (going past the site of Fran- 
dor), but its shopping goods inroads 
were into East Lansing stores’ sales. 

These results suggest that the large 
shopping center does not seriously af- 
fect existing stores beyond a few miles 
distance. (The only failures noted in 
the area were small grocery stores al- 
most a mile from the Center.) They 
also show that high income groups 
(characteristic of many East Lansing- 
ites) do not tend to buy fashion goods 
in a shopping center (which agrees 
with experience elsewhere). Rather 
the centers appeal strongest to the 
great number of consumers whose in- 
comes are neither very low or very 
high. As in the area of these surveys, 
downtown and existing suburban cen- 
ters can stay in healthy competitive 
positions if they make the right efforts. 


The older established suburban cen- 
ters and the new type of planned shop- 
ping center will go on into the indefinite 
future. In their competition, business 
efficiency will increase and Mr. and 
Mrs. Consumer will reap the main 
dividends. This is certainly the logical 
working of the competitive capitalistic 
system. The attitude expressed to Mr. 
Schapker by a long-time Cheviot mer- 
chant sums up this philosophy: 

“We have the new shopping cen- 
ter, and there’s nothing we can do 
about that. It’s going to be here for 
a long time. However, that does not 
mean that we have to play dead. We 
have been doing business here in 
Cheviot for a long time. We did busi- 
ness before the shopping center 
opened and we intend to continue to 
do business. 


“In other words, we've got to 
live with it, we've got to adjust our 
thinking and our business to it, and 
the sooner we do this, the better off 
we will be. . . We feel that popula- 
tion around here is increasing so fast 
that there is enough business for us 
both. Therefore, all that we need to 
do is continue to improve our busi- 
ness, Our friendly relations with our 
customers and our service to the 
public so that they will be glad to 
continue to trade with us.” 
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Current Michigan Business Conditions 


The general levelling off or gradual readjustment of business activity has 
continued into the Summer months. Divergent trends are in evidence, with 
some sectors of the economy operating at or near optimum levels, while other 
sectors are the causes of considerable concern. The reduction of automotive 
production has been the source of particular importance to Michigan and to 
the various automotive producing centers and the general steel strike is also 
causing concern. 


Nation’s Business 


Business activity still remains on the high plateau that was first set last De- 
cember — although important declines have taken place in automobile produc- 
tion and in housing construction. The Federal Reserve Board’s seasonally ad- 
justed index of industrial production was 142 percent of the 1947-49 level 
in May, compared to 143 (revised) in April, 141 in March and 143 in Feb- 
ruary. This general level is above the rates of a year ago at mid-year. It 
should be remembered that last year’s impressive production gains took place 
during the final six months of the year. The consumer durable goods sector, 
however, is now below the levels of a year ago, primarily because of the au- 
tomotive picture. The preliminary adjusted index of consumer durable goods 
manufacture stood at 126 in May — compared to 145 a year ago at the 
same time. Steel production slipped slightly during May and June because 
of scattered work stoppages, but operations were still near capacity rates 
until the last week of June when the steel firms began banking their furnaces 
in the event that a contract would not be signed. The effects of the strike 
were felt the first week of July not only among the steel companies but in 
other dependent and related industries. The strike is not expected to harm 
the auto industry particularly if the strike is only of short duration because 
of stock-piling of steel by the auto makers and decreased car production. 

The production of producer’s durables decreased slightly during May, but 
generally remained at rates above a year ago. Business plans for plant and 
equipment expenditures indicate that the capital goods lines will continue 
strong. This vital area of business has been largely responsible for offsetting 
the decreases in automobile production, some other consumer durables, and 
in housing construction, and has been one of the dominant forces in the econ- 
omy today. A prolonged steel strike will have serious consequences in this 
area if expansion plans must be delayed. 

New housing construction has been one of the other important divergent 
elements in the current business picture. The seasonally adjusted rate of 
private housing starts in April and in May was at an annual average rate of 
1.1 million units, compared to the 1.3 million units constructed during 1955. 
The F. W. Dodge contract awards figure for April (based on 37 eastern states ) 
was 7 percent above the similar figure in 1955, but this is largely due to the 
shift to large and more expensive homes and to an increase in building costs. 
Total spending for new construction, however, rose slightly further during May 
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to a record seasonally adjusted annual rate of $43.6 billion as commercial and 
industrial construction expenditures continued to increase. During the first 
five months of 1956, this type of construction expenditures was up about 25 
percent over the similar 1955 period. F. W. Dodge contract award data 
would indicate that commercial and industrial construction outlays in the next 
several months will continue substantially above 1955. 

Retail trade generally has continued above the rates of a year ago. Although 
spending has been curtailed on automobiles, consumers, in the aggregate, are 
now spending more than ever before. Total United States department store 
sales for the year through the end of June were running about 4 percent above 
1955. 

Non-farm employment, seasonally adjusted, continued at record levels in 
May and also in June, as layoffs in the automotive and related industries were 
offset by increased employment in most non-manufacturing activities. May 
employment at 65.0 million was 2.3 million ahead of a year ago. Unemploy- 
ment remained at approximately 2.6 million, comparable to last year’s figure, 
although serious unemployment conditions currently exist in many areas where 
automotive manufacturers and parts suppliers have been hit by the produc- 
tion drop in automobiles and in the steel producing centers. 

Average wholesale prices changed little during the last month or two, al- 
though a 2 percent increase in the Wholesale Price Index of the Bureau of 
Labor Statistics was noted since the beginning of the year. This index stood 
at 115 percent of the 1947-49 average during May. Retail prices, as meas- 
ured by the Consumer Price Index of the same agency held at 115 percent 
of the 1947-49 average during April, although a slight increase in food prices 
was in evidence. 

The agricultural situation has shown some improvement as prices received 
by farmers have shown continued but small increases. In mid-May, the index 
of prices received by farmers was at 242 percent of the 1910-14 level, up an 
actual 9 percent above December’s low, although farm prices generally still 
are about one-third less than during the high of February 1951. The parity 
ratio (the ratio of farm prices received to farm prices paid) advanced to 85 
in mid-May from December’s 80. Although farm prices have improved, ad- 
verse weather conditions during this Spring may depress farm income. 

The previously announced increases in the discount rates by the Federal 
Reserve Banks during April have been the cause of considerable criticism 
from many sources within governmental and business circles. The opinions 
generally expressed held that the move would restrict the supply of credit so 
severely by raising credit requirements as to precipitate a business slump. Al- 
though the cost of borrowing has increased, the demand for credit continues 
very high. 

Michigan Business 


The Automotive Situation. The automotive situation continues to be the 
dominant factor in the State’s economic picture. Lagging sales, in the face 
of a high inventory carry-over of new cars at the beginning of the year and 
high production during the first quarter of this year, brought about a stagger- 
ing inventory of 902,585 new cars in dealers’, hands, or in transit, on May 1. 
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Automotive News indicated that the stock-pile had been reduced nearly 100,000 
units during May to a level of 806,478 on June 1, and further reductions took 
place during June. The May figure, incidentally, was the lowest inventory 
figure for the year to date. Except for 1955, these inventory figures are about 
half again as much as “normal” inventories for this season. 

Because of decreased consumer demand, the industry scheduled only 447,000 
cars for production during June, a comparatively low figure for this month 
— and the low figure for 1956. The June production figure can be compared 
to June 1953 with about 585,000 cars, to June 1954 with about 510,000 cars, 
and to June 1955 with about 650,000 cars. Each of the first four months 
of 1956 had seen production of more than 550,000 passenger cars. With June 
scheduled as noted above, the industry’s output of cars for the first six months 
would be approximately 3.2 million — about a million cars less than what the 
industry produced last year in the same period. 

Commercial vehicle production has not been affected in the same manner. 
Motor truck production of about 500,000 during the first five months of the 
year is about 10,000 units below 1955. Motor coach production, on the other 
hand, at about 1,700 during the first five months, is slightly above last year’s 
figure. 

At this point, it would appear that new passenger car sales for the year 
might drop below 6 million, compared to earlier estimates of 6.5 million. Con- 
sumer acceptance of the 1957 models could increase this figure somewhat. 
Even a level of 6 million new cars sold is a “good” record — if one temporar- 
ily disregards the 7.4 million sales recorded last year. It was only in 1950 
and in 1953 that the industry has previously produced more than 6 million 
cars in a single year. 

The consumer is the key figure in the current picture. His enthusiastic 
buying spree during 1955 confounded most industry experts, and his current 
buying habits have confused the industry. Conflicting and confusing allega- 
tions have come from many quarters. Some have charged that overproduction 
and over-zealous selling last year have “borrowed” some of this year’s normal 
demand. Others have charged that excessive use of credit made 1955 sales 
grow all out of proportion; an indication of this fact. is that automobile paper 
outstanding increased more than $3.9 billion during 1955. Some industry 
leaders now are proclaiming that the tight money policies of the Federal Re- 
serve Bank are holding sales down — while at the same time the auto finance 
companies indicate that they are experiencing a very good year since a higher 
proportion of the current production is being sold on credit than generally was 
the case. Many dealers and some union leaders have charged that the indus- 
try managements have not been properly sensitive to changes in consumer 
demand. All of the allegations are symptoms of the problems associated with 
the sizeable drop in car production from last year. 

Automotive Digest indicates that used car sales this Spring have been the 
best in five years for many franchised dealers and this has tended to offset 
the relatively poor new car showing, although used car dealers still are un- 
able to find as many clean 1951, 1952, and 1953 models as they would like 
—and this is where demand is strongest. Automotive Digest concludes that 
many potential new car buyers are turning to the used car market this year 
for any of a variety of reasons, including new-car type guarantees, relatively 
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stable prices as opposed to rises in new car tags, and the growing number 
of customers who hesitate to make payments for more than $35 to $40 monthly. 

Other Indicators. The decreases in automotive production schedules have 
been correspondingly reflected in the State’s employment and unemployment 
picture. Wage and salary employment in the State continued to decrease to 
2,231,000 in mid-May — the lowest since February 1954. State-wide man- 
ufacturing employment at 1,066,000 in mid-May was almost 11 percent below 
a year ago. Unemployment correspondingly increased during May, reaching 
a total of 207,000 and something near this figure continued into June. This 
level of unemployment was more than 7 percent of the State’s total labor force. 
The major portion is centered in the Detroit Area where unemployment reached 
113,000 or 8.8 of the Detroit Area’s total labor force in May. All of the other 
automotive centers in the State have been also hit by automotive layoffs. In- 
dications are, at the time of this writing, that the worst of the situation has 
been reached. The major auto companies do not visualize any further lay- 
offs, and there are indications of some scattered call-backs. 

Retail trade continues quite good and somewhat about 1955’s level. Total 
sales tax collections by the Michigan Department of Revenue in each month 
of 1956 indicate that retail trade in the States has been above 1955 —at 
least through April. Some unevenness is apparent in the picture. Department 
store sales have been somewhat mixed, but the State total for the year through 
May was 3 percent above the same total for 1955. Flint was the principal 
major area showing serious drops in department store sales within the past 
two months. 

Banking activity and bank debits through May continued at a pace above 
1955, again excepting Flint. Some seasonal upswing in business activity can 
be noted in the bank debit figures for the centers of the Upper Peninsula. At 
the end of May, both bank loans and deposits were also above last year. 
Lower Peninsula banks that are members of the Federal Reserve System, but 
not including Detroit banks, had, at the end of May, loans and discounts 
totalling $1,200 million (up 14.4 percent from 1955); demand deposits totalling 
$1,363 million (up 2.5 percent from 1955); and time deposits at $1,307 mil- 
lion (up 7.7 percent from 1955). Detroit Federal Reserve members at the 
end of May had total loans and discounts totalling $1,387 million (up 25.2 
percent over 1955); demand deposits of $2,549 million (up 2.3 percent over 
1955); and time deposits of $1,203 million (up 1.8 percent over 1955). 


Bank Debits Bank Debits Percent Change from 
City (thousands of $’s) Previous Year 

Mar Apr May ’56 Mar ’56 Apr ’56 May 
Adrian ..... ; 28,103 25,140 24,234 +23.3 + 7.7 + 41 
Battle Creek 74,590 70,465 72,283 + 8.7 — 2.4 + $2 
Bay City . 52,570 49,374 51,564 +16.7 + 9.3 +12.0 
Detroit .... 6,518,880 6,003,913 6,407,036 + 2.9 + 7.3 — 12 
Flint a 170,441 157,702 155,061 0.0 — 5.1 — 6.4 
Grand Rapids . as Wane 312,553 323,834 + 1.6 + 8.1 + 6.1 
Jackson ...... 94,942 88,196 91,747 — 2.9 + 33 0.0 
Kalamazoo .. ty 144,147 143,862 147,719 +13.1 +26.2 +18.0 
Lansing ... : 163,462 149,633 152,677 +18.9 + 01 + 4.4 
Muskegon . 91,497 81,714 86,990 18.6 + 4.5 + 9.8 
Pontiac. 82,489 72,715 83,800 1c — 0.2 + 7.2 
Port Huron 43,737 39,663 43,757 +15.2 + 5.5 +13.5 
Saginaw 118,067 110,640 115,861 +10.0 + 2.0 + 5.4 
Escanaba <0 Se 11,174 11,699 + 2.1 +15.9 + 7.9 
Marquette 11,823 11,126 12,622 + 9.5 + 89 +17.5 
Sault Ste. Marie . 10,468 10,598 10,936 + 2.0 +13.7 + 5.0 
Sources: Federal Reserve Banks of Chicago and Minneapolis and Board of Governors of the Federal 


Reserve System. 
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Department Stores Sales 
Percent 
March 1956 April 1956 May 1956 change 
Percent change from Percent change from Percent change from 1956 vs. 1955 
City Feb Mar ’55 Mar Apr ’55 Apr ’56 May Jan-May 
Battle Creek +67 +10 —3 —14 + 8 0 +5 
*Detroit .. +45 +11 —10 -9 +9 + 5 +4 
*Flint +44 +7 —i1 —25 + 5 —19 —10 
*Grand Rapids .. +40 + 5 —14 —16 +16 +1 —2 
*Jackson +28 +19 +6 0 +8 +12 +11 
*Kalamazoo .. +67 +47 —19 0 +12 +15 +15 
*Lansing +41 +12 — 6 —12 +10 —1 +1 
Muskegon 439 +11 +12 + 6 
Port Huron +§1 +27 + § —9 +9 +10 +9 
*Saginaw . +42 +14 +13 —12 — 5 — 6 + 0 
*Metropolitan Areas 
Source: Federal Reserve Bank of Chicago 
Motor Vehicle 
Factory Sales 
from Plants in 
United States 
Factory Sales Percent Change from Previous Year 
Mar Apr °56 May ’56 Mar ’S6 Apr ’56 May ’56 
Passenger Cars 583,169 552,881 474,010 —26.3 —26.6 —34.3 
Motor Trucks and Busses — 106,815 101,452 96,476 + 3.4 —21.0 —24.8 
Source: Automobile Manufacturers Association 
Electric Sales in 
Kilowatt Hours 
Thousands of KWH Sales Percent Change from Previous Year 
Feb '56 Mar ’56 Apr ‘56 Feb Mar ’56 Apr ’56 
Residential 607,340 606,687 $74,174 19.0 $11.0 +11.9 
Commercial 319,097 324,559 315,458 +9.2 $10.1 +111 
Industrial 898,033 915,507 884,620 14.8 + 5.5 — 0.2 
Source: Edison Electric Institute 
Non-Farm 
Employment 
State of Detroit Grand Upper 
Michigan Met. Area Flint Rapids Lansing Saginaw Peninsula 
Mar 15, ’S6 2,481,000 1,375,000 139,700 117,000 80,500 57,700 77,000 
Apr 15, °S6 2,482,000 1,377,000 138,200 116,900 78,800 57,100 77,900 
May 15, ’5S6 2,455,000 1,365,000 128,300 116,100 76,100 55,200 79,000 
Percent Change from Year Ago: 
Mar 15, °56 3.0 0.6 0.3 $3.1 +1.8 $1.6 
Apr 15, °56 oe 4.4 —1.6 —0.6 —0.9 —0.5 +1.2 
May 15, ’S6 4.0 5.9 9.4 —2.0 —4.6 —4.7 -+ 0.8 
Total Unemployment 
Mar 15, °56 143,000 120,000 5,100 5,400 2,600 2,300 8,800 
Apr 15, °56 185,000 122,000 5,500 5,500 3,800 2,700 8,700 
May 15, ’56 207,000 133,000 13,000 6,300 5,600 4,100 6,600 
Percent Change from Year Ago: 
Mar 15, °56 + 52.5 + 84.6 + 82.1 + 25.6 + 18.2 + 35.3 —30.7 
Apr 15, °S6 101.1 + 154.2 + 111.5 66.7 $123.5 $125.0 —26.3 
May 15, °56 176.0 + 209.3 + 465.2 {142.3 1 330.8 + 355.6 —17.5 


Source: Michigan Employment Security Commission MARVIN HOFFMAN 
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FARMING: A PROGRESSIVE BUSINESS 


Some agricultural facts brought to our attention by the Family Eco- 
nomics Bureau of the Northwestern National Life Insurance Company 
are striking indeed: 

(1) In the last century, agriculture’s share of the national total 
of employed workers dropped from 63.7 to 11.6 percent. In that 
span of years, the non-agricultural goods and services have risen 
from 65 percent of total ‘national product to 94 percent. 

(2) Back in 1850, agriculture used over 12 acres of land per 
capita. By 1920, it was using only 9 acres per capita, and today 
7 acres. The acreage upon which crops are harvested has fallen 
even faster: in 1850, 5 acres; in 1920, 3'2 acres; and by 1954, 
only 2 acres per capita. 

These few statistics suggest a tremendous accomplishment in efficient 
farm production. Today we are better fed than we were, while people 
and land are freed from food growing for other varied production. 
Meanwhile, despite some recent price hi irdships, agriculture has kept 
solvent with farm forced sales standing near a record low. And farmers 
generally are confident of the future, with farm selling prices averaging 
close to the record high prices of 1952. 
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BUSINESS RESEARCH PUBLICATIONS 


The Bureau of Business Research was established in 
1951 to assist the Michigan State University faculty in 
conducting economic and business research and to serve 
Michigan business with information and studies. The 
studies are usually published, and those currently avail- 
able are listed below. Inquiries should be addressed to 
the Bureau’s director. Where applicable, draw checks 
payable to Michigan State University. 


RESEARCH REPORTS 


Taxation of Mobile Homes ($1.00) 

13. Wages, Hours, and Fringe Benefits in Member 
Stores of the Michigan Retail Hardware Associa- 
tion ($1.00) 

14. Michigan County Market Data (Free) 


15. Michigan Statistical Abstract ($3.00) 
A handy compilation of the most recent 
statistics on Michigan and its subdivisions. 
Ten major classifications of data, 179 pages, 
concerning the economic, social and physical | 


aspects. 


16. Retail Sales in Detroit During December 
1955 Newspaper Strike (Free) 
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